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TANZANIA - KEY ECONOMIC INDICATORS 


All figures are in US$ millions unless otherwise stated. 
oa = $.Shns. &.2 for 1980 and T.Shs. 8.3 for 1981. 


CATEGORY 1980 1981 % Change 
1980/81 


INCOME, PRODUCTION AND EMPLOYMENT 


GDP Current Prices 4,182.0 4,470.8 
GDP Constant (1966) Prices lL, 392,939 £22343 .3 
GDP Per Capita Income ($) 231.-0 240.4 
Gross Capital Formation, Current Prices 884.8 916.9 
Plant and Equipment Investment 548.1 581.0 
Building Construction (Structure) 286.7 389.9 
Gross Capital Formation, Constant (1966) 

Prices 380.8 411.6 
Indices: 1966 = 100 

Industrial Production 190.0 136.4 

Average Industrial Wage 322.0 299.0 
Labor Force (Wage Earners) ('000) 643.0 634.0 
Population (million) Bp. 4. 18.6 
Electricity Sales (million Kwh) 732.0 750.4 


MONEY AND PRICES 
Money Supply (currency, demand, time 
& savings deposits) 2,493.3 
Interest Rates (commercial lending) ; 6.5-10.5 
Indices: 1970 = 100 
National Consumer Price Index Z 423.7 
Cost of Living in Dar es Salaam ; 389.0 
(for middle-income employees) 


BALANCE OF PAYMENTS 


Foreign Exchange Reserves 
Current Account Balance of Payments 
Deficit 


TRADE 


Balance of Trade Deficit 708.7 
Exports FOB 501.8 
U.S. Share 20.0 
Imports CIF Lg@2e0~D 
U.S. Share 75.5 
Consumer Goods Imports 1681.7 


Sources: Economic Survey for 1981 
Annual Plan for 1982/83 
Annual Trade Report for 1981 
Annual Trade Report for 1982 
Budget Speech - Ministerial 





INTRODUCTION AND SUMMARY 


The Tanzanian economy continues to be heavily dependent on 
agriculture which accounts for more than half of the total gross 
domestic product (GDP). Ninety-four percent of Tanzania's 
population is engaged in agriculture. More than two-thirds of 
all export earnings are derived from agriculture with coffee, 
cotton, tobacco, sisal, tea, cashews, pyrethrum and cloves 
contributing significantly. Drought during the past several 
years has had an adverse effect on agricultural production. 

Low producer prices for agricultural commodities, mismanagement 
in parastatal companies charged with marketing agricultural 
products, and the government's neglect of the agriculture sector 
in the past decade must share in the blame for falling production. 


Tanzania's agricultural and industrial performances in 1981 were 
disappointing. GDP (measured in constant 1966 prices) declined 
by 3.6 percent. Agriculture and industrial constribution to GDP 
also declined by 7.6 percent and 28.2 percent, respectively. 

In addition, production in the mining sector which had risen by 
15.5 percent in 1979, declined by 9.9 percent in 1981. The 
staggering oil import bill (which takes more than half of all 
foreign exchange earnings), a decline in foreign exchange 
earnings, the lack of imports and falling productivity all 
combined to impede the country's development plans. 


The Government of Tanzania (TANGOV) has responded to the economic 
crisis by promulgating the National Economic Survival Programme 
which devaluated the Tanzanian shilling in March, 1982, and made 
cuts in the national budget, thereby halting or deferring nearly 
all new capital projects. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Although all economic indices continue to place Tanzania among the 
least developed countries, the TANGOV continues to pursue the 
socialist development policy formulated in 1967 under the Arusha 
Declaration which aims at building socialism for Tanzania through 
self-reliance and self-sufficiency in food production. 


Following its own path toward socialism, Tanzania has made 
significant progress in the field of social services, especially 

in education and public health. Unfortunately, the present 
economic crisis forced the government to import 192,000 tons 

of food grains in 1981. Utilized industrial capacity is estimated 
at only between 15-30 percent. While the recession in the 
developed countries, the huge increase in oil prices and persistent 
drought have. had adverse effects on the economy, the current 

crisis is, in part, a consequence of the government's socialist 
policies. 


The huge loss of revenue experienced by the TANGOV has required 
heavy bank borrowing (T.Shs. 4,402 million - US$530.4 million - 
in 1981, or an increase of 32.6 percent when compared to 1980). 





The TANGOV's first major attempt to deal with the worsening 
economic conditions was the formulation of the National Economic 
Survival Programme (NESP) in 1981 whose main objectives were to: 


(i) Strictly control public spending in both government 
institution and parastatal companies. 


(ii) Embark on an aggressive export drive to increase foreign 
exchange earnings, and make better use of these earnings. 


(iii) Develop plans to emphasize consolidating existing 
projects rather than embarking on new ones. 


(iv) Improve the scope and capacity of all sectors of the 
economy by raising producer prices and incentive payments to 
workers. 


As a follow-up to the NESP, TANGOV in June 1982 prepared a three- 
year Structural Adjustment Programme (SAP) designed to correct 
imbalances in the economy and to rationalize the use of resources 
through domestic effort and foreign assistance. The SAP stresses 
strengthening existing institutions rather than dismantling 

old ones or setting up new ones. The objectives of the SAP are 
to reduce inflation through reduced government spending, improve 
the balance of payments so as to alleviate the shortage of 
foreign exchange and the domestic industrial capacity under- 
utilization, increase productivity in parastatal companies, and 
maintain the already achieved equity in income distribution. 


Although actual progress on implementation of the SAP will not be 
known until well into the new year, there are some indications 
that some important NESP targets will not be met. Targets fora 
1982/83 campaign for purchase of maize, rice, wheat and cassava 
by government-owned marketing agencies will in all probability 
not be met. Purchases have been slowed due to the lack of trucks, 
diesel fuel and tires. Under the NESP, it was estimated that 

the sale of agricultural crops and services would earn the 
country $428 million during the first six months of 1982, but the 
actual figure was only $189 million. Moreover, the NESP target 
for foreign exchange earnings in 1982 has been revised downward 
by 15 percent from $855.9 million to $725.8 million. 


The Tanzanian Government is currently conducting preliminary 
negotiations with the International Monetary Fund on a 
stabilization program. Some Tanzanian leaders, however, have 
expressed doubts as to whether the IMF conditions (thought 

to be a significant devaluation, an increase in producer prices, 
and reform in parastatal management) were worth the political 
costs of undertaking such measures. Some donor countries have 
linked continued assistance to Tanzania with the government's 
reaching agreement with the IMF. Others, however, are less 
certain that measures advocated by the IMF will solve Tanzania's 
problems and have linked their assistance to economic reform in 
general. 





> 


The International Bank for Reconstruction and Development has more 
than 40 ongoing projects in Tanzania and is the largest donor. 
Disbursements on these projects were suspended in June 1982 when 
Tanzania failed to meet the Bank's repayment conditions. 
Disbursements were resumed in November 1982, when the government 
paid the Bank $15 million in arrears. The Bank has prepared an 
Agricultural Sector Report outlining suggested strategies for 
reviving this vital sector. This report is currently being 
reviewed by the Tanzanian Government and will be discussed with 
the Bank early in 1983. 


AGRICULTURAL PRODUCTION 


For the past five years producer prices have been increased in 
nominal terms annually, but agricultural production continues to 
decline. In 1981, 122,900 tons of maize, 45,500 of rice and 
23,600 tons of wheat had to be imported to make up the food 
deficit. 


Purchases by public agricultural enterprises during the 1980/81 
campaign in tons were as follows:- 


(1979/80 figures in parenthesis): Maize 104,943 (161,210); 
Rice 14,975 (40,648); Wheat 27,912 (26,732); Coffee 67,340 
(47,926); Pyrethrum 1,994 (1,614); Tobacco 16,121 (16,661) 
Cotton 57,187 (59,549); Tea 10,943 (12,000); Sisal 76,009 
(90,000). 


The average prices of cotton and tobacco rose in nominal terms, 
while the average price of coffee declined as follows: 


Coffee from T.She. 21,.792 to T.She. 21,509 
Tobacco from T.Shs6. 12,134 to T.Skhs. 13.972 
Cotton from T.Shs. 12,664 to T.Shs.. 14,293 


The fall in agricultural production has been blamed on drought, 
the two oil price shocks, and the declining prices of the 
country's major exports. Domestic policies must also share in 
the blame, however. The inability of the government-owned crop 
marketing agencies to collect and store the farmers" crop and 
provide them with the necessary inputs and low, real prices for 
export and food crops have been cited as reasons for the decline 
in production. 


INDUSTRIAL PRODUCTION 


The lack of foreign currency has severely constrained the country's 
incipient industrial sector which is dependent on imported raw 
Materials. The performance of industrial output in 1981 was one 

of the poorest recorded. Only.the production of fertilizers, 
cement, textiles and distilleries showed increases. The production 
of aluminium, radios, fishnets, sisal ropes and canned meat 
declined sharply with 30- to 50- percent decreases. The drop 

in industrial production has led to scarcities of essential goods, 
loss of revenue to the government and an increase in unemployment. 
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The mining sector, which in 1979 contributed 15.5 percent to GDP, 
saw its contribution in 1981 fall by 9.9 percent, e.g.: (1980): 
Salt (tons) 36,700; Diamonds (gms) 53,900; Gold (gms) 3,100. 
(1981): Salt (tons) 27,400; Diamonds (gms) 47,300; Gold (gms) 
9,100. 


TRANSPORTATION 


Severe budget constraints have curtailed major road works, 
including resurfacing of the Chalinze-Segera-Mkumbara-Tanga 
Road originally scheduled for 1980, construction of Kibiti- 
Mtwara Road and building of the Rufiji Bridge. 


The Tanzania Zambia Railway Authority (TAZARA) which is the major 
route for transporting commodities from southern parts of 
Tanzania and Zambia to the port of Dar es Salaam, has had to 
reduce its operations considerably because of aged equipment and 
lack of spare parts. Moreover, operations of the Tanzania 
Railways Corporation (TRC) have been reduced due to insufficient 
rolling stock. 


ENERGY 


OPEC price increase continue to have disastrous effects on the 
fanzanian economy. Tanzania spends more than 60 percent of its 
foreign exchange earnings on imports of crude petroleum. The 
TANGOV has attempted to work out barter arrangements with oil 
producing countries with little success to date. Imports of 
petroleum are arranged on a month-to-month basis and the country 
has experienced long lines at gasoline pumps and some power 
outages. 


FOREIGN TRADE 


The lack of foreign exchange restricted the volume of imports 
during the past two years. The value of exports which stood 

at T.Shs. 4.165 billion (US$501.8 million) in 1980 rose 

slightly to T.Shs. 5.248 billion (US$632.3 million) in 1981. 
Imports rose by 0.2 percent in 1981 to T.Shs. 10.065 billion 
(US$1.212 billion). The current account balance of payments stood 
at T.Shs. 32.605 billion (US$ 3.928 billion) in 1981 as compared 
to T.Shs. 46.051 billion (USS 5.615 billion) in 1980. Foreign 
exchange earnings were projected to reach T.Shs. 61.854 billion 
(US$ 7.452 billion) in 1981, but were only T.Shs. 52.716 billion 
(US$ 6.351 billion). In 1981 the contribution to foreign exchange 
earnings by sector was as follows: Agriculture,T.Shs. 3.435 
billion or 42.2 percent; Natural Resources,T.Shs. 88 million or 

1 percent; Mining,T.Shs. 412.9 million or 5.1 percent; Petroleum 

& Gas, (re-exports) T.Shs. 128.9 million or 1.6 percent; Industry, 
T.Shs. 950.27 million or 11.7 percent; Services,T.Shs. 1.53 
billion or 18.8 percent. Government-imposed restrictions on 
imports will in all likelihood continue until 1983. Due to the 
Country's commercial debt (estimated at US$ 84 million in 

December 1980) and increasing arrearages, the use of sight drafts and 
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suppliers’ credits have been all but denied to Tanzania. 


FOREIGN INVESTMENT 


Although TANGOV has published "A Handbook for the Promotion of 
Industrial Projects" and "A Manual for Investors in Tanzania," 
the attitude towards private investment can at best be described 
as ambivalent. Though the guide represents a liberalization of 
the official attitude,it still falls far short of a cohesive 
foreign investment policy. Terms of investment are still 
negotiated by different ministries on a case-by-case basis and as 
a result investment policy tends to be disjointed and ad hoc. 

As the economic situation continued to deteriorate in the past 
five years, the government has become much more receptive 

to the concept of foreign private investment. This has been 
manifested by an agreement between AGRICO Chemicals of Tulsa, 
Oklahoma and Tanzania Petroleum Development Corporation. 
Generally, however, the government continues to follow a 
selective approach to foreign investment, preferring investments 
which offer specialized technologies and management skills which 
come with certain projects. 


The islands of Zanzibar and Pemba, while part of the United 
Republic of Tanzania, are autonomous in economic decision-making. 
They formulate their own development strategy, trade directly 
with foreign countries, and maintain separate foreign exchange 
balances. As on the mainland, economic difficulties have 
engendered a more liberal attitude toward foreign investment but 
a coherent foreign investment policy has yet to evolve. 


DEVELOPMENT PLANS 


The fourth five-year development plan (1981-1986) has not been 
fully implemented because of the country's economic crisis. 
Moreover, the role of the Tanzania Planning Commission, previously 
composed of all Members of Parliament, has been changed to that 

of an advisory body. The Commission will now include Members 

of Parliament and other TANGOV officials. 


Projects which are currently being implemented under the plan 
include the following: 


(i) Pulp and Paper Project - Southern Paper Mills 
Limited: (Public works construction) and installation 
of some machinery and equipment. 


Morogoro Industrial Complex consisting of a tannery which 
is in production, the Morogoro Leather Goods Mill which 
is currently producing only shoes, and the Textile Mill 
which is in the plant-construction stage. 

Machine Tools, Moshi: plant construction is nearing 
completion. 

Bricks, Tiles, Ceramics Factory: Tenders for plant 
construction will soon be invited. 

Minjingu Phosphates: Construction work has recently 





commenced, 


Hydroelectric Power Station at Mtera Dam: International 
tenders will soon be invited. 

Development and use of natural gas deposits at 

Songo Songo. 


Prospecting and development of mineral ores, 
including coal, iron ore, copper, tin, nickel, 
uranium, diamonds, gold and columbium. 


IMPLICATIONS FOR THE UNITED STATES 


U.S. exports to Tanzania in 1981 fell by 27 percent to US$55 
million from the previous year. U,S. exports, largely food 
grains under the PL-480 Program, include farm and 

construction equipment, chemicals and miscellaneous manufactured 
goods. Imports from Tanzania declined to US$11.6 million and 
include coffee, cashews, cloves, tea, and pyrethrum. 


Tanzania's plans to develop an industrial base using locally 
available coal, iron ore and copper, offer possibilities for 
joint-ventures with foreign firms and especially for U.S. 
companies with experience in the extractive industries. 
Possibilities for direct sales of equipment and machinery also 
exist, for projects financed offshore by the World Bank, African 
Development Bank, and the Kuwaiti Fund for Development. Best 
prospects for U.S. sales to Tanzania will continue to be in 
earthmoving equipment, agricultural machinery, textiles, 
chemicals, and wood-working machinery. 


# U. S. GOVERNMENT PRINTING OFFICE: 1983--381-007/89 








